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THE CASE AGAINST 


THE PRINCIPLE OF THE TREATIES. 


HE Russian Treaties are the real cause of the 
General Election, and the central feature of 
these Treaties is a guaranteed loan to the Soviet 

Government. There can be no possible doubt about this 
fact. The Soviet delegates had made it clear during the 
negotiations that a guaranteed loan was their condition 
for signing any Treaties at all; and when talk of the 
possibility of amending the Treaties was in the air, 
Ministers and Labour journals combined to make it clear 
that no omission of the guaranteed loan clause could be 
tolerated. ‘‘ The guaranteed loan,’’ declared the ‘“‘ New 
Leader,” ‘‘ is the keystone of the arch.’’ ‘‘ Any amend- 
ment to the Treaties,’ wrote Mr. Ponsonby in a preface 
to a pamphlet entitled ‘‘ The Anglo-Soviet Treaties,” 
which alters the principle on which they are based is 
equivalent to rejection, and will be a mere subterfuge 
on the part of those who have a cowardly fear of taking 
the responsibility of direct opposition.’’ 

It is true that the actual guaranteeing of a loan 
would be contingent on the Soviet Government satisfy- 
ing various kinds of British claims. It is laid down 
that the Soviet Government must first agree to pay com- 
pensation to the British owners of Russian bonds which 
is acceptable to the owners of at least one-half of those 
bonds ; that they must also compensate on some undefined 
basis, of which the British Government must approve, 
the British owners of businesses in Russia which have 
been ‘‘ nationalized ’’; and that they must pay a lump 
sum which has still to be determined in satisfaction of 
miscellaneous claims. But it is equally true that the 
payment of compensation under any of these heads 7s 
made conditional upon a guaranteed loan being forth- 
coming, and upon its being of a size which is satisfactory 
to the Soviet Government. ‘‘ The amount, terms, and 
conditions of the said loan,’’ declares Article 12 of the 
General Treaty, ‘‘ and the purposes to which it shall be 
applied shall be defined in the treaty provided for in 
Article 11, which will not come into force until the neces- 
sary Parliamentary authority for the guarantee of the 
said loan has been given.’’ This mutual dependence of 
the guaranteed loan and the satisfaction of claims is 
emphasized by Article 12, which runs: ‘‘ The provisions 
of this chapter (7.e., that headed ‘ Claims and Loan ’) 
shall constitute a single and indivisible unit.’’ 

This mutual dependence of claims and loan is the 
most revealing and perhaps the most objectionable feature 
of the whole transaction. For the Bolsheviks say in 
effect plainly enough: ‘‘ We shall not pay a penny of 
our past debts except out of new money that you lend 
us. We have repudiated our past debts, and we recog- 
nize no obligation to pay them ; but we have no objection 
to humouring your susceptibilities by devoting a portion 
of any new money you give us to a composition of these 
old claims.’”’ Such an attitude does not suggest that the 
Soviet Government takes its obligation to repay the pro- 
posed guaranteed loan very seriously. Moreover, the 
British Government accepts for the first time in our 
history the principle that the credit of the British tax- 
payer should be used to secure compensation for those 
who have made bad investments in foreign countries. 
It is extraordinary that this principle should be accepted 
by a Government representing a party which has con- 
stantly held bondholders up to public execration. Those 
who lent money to the Russian Government before the 
war did so at their own risk, and they have no right to 
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expect that the British taxpayer should now bribe the 
Soviet Government to pay them partial compensation. 

It would be impossible for Parliament to ratify the 
Russian Treaties unless it meant serious business over 
the Guaranteed Loan. To ratify them without any clear 
intention of authorizing a guaranteed loan later on 
would be a dishonourable and disastrous procedure. It 
would raise false hopes in the minds of those who have 
claims on Russia, and would probably start an unhealthy 
process of speculation in Russian bonds on the basis of 
these hopes. It would make it infinitely more difficult 
to negotiate a businesslike agreement with Russia on 
a basis which we can fairly accept. 

Speaking at Derby on September 27th, Mr. Ramsay 
MacDonald said: ‘‘ We shall take no words from the 
House of Commons or Party leaders like, ‘ I am in 
favour of trade with Russia and peace with Russia, but 
I am not going to accept these Treaties.’ They will 
be opposed, if not in words, in deeds, to a settlement 
with Russia and to a continuance of trade with Russia.’’ 
This is an astonishing misrepresentation of the position. 
Until a few weeks before signing the Treaties, Mr. 
Ramsay MacDonald repudiated emphatically the idea of 
a guaranteed loan. Was he then opposed to a settle- 
ment with Russia and to a continuance of trade with 
Russia? The Liberal Party stands where the Prime 
Minister stood in June. Liberals supported the recog- 
nition of the Soviet Government, regarding it as con- 
trary to every, wise tradition of British policy to refuse 
relations with the established Government of another 
country, because of any crimes it may have committed in 
the past, or any principles it may profess in the present. 
They would have welcomed any Treaty which would 
have cleared up outstanding difficulties without involv- 
ing us in objectionable commitments. They are in 
favour of trading with Russia as freely as circumstances 
render possible. It is in no way inconsistent with these 
principles to object to guaranteeing a loan to the Soviet 
Government. Is it suggested that we must guarantee 
a loan to every country with whom we wish to trade, or 
with whom we wish to make a treaty? We cannot afford 
to guarantee loans except in the most extraordinary cir- 
cumstances, even to the Governments of our own 
Dominions. Guaranteed loans are a very special favour 
equivalent to a substantial subsidy, and the record of 
the Soviet Government is not one which justifies us in 
singling it out for such a special favour. 


GUARANTEED LOANS IN GENERAL. 


UARANTEED loans to foreign Governments 
represent an essentially vicious principle. They 
necessarily throw a heavy risk upon the British 

taxpayer, for if there were not such a risk a loan could 
easily be floated without any guarantee. They involve 
the subsidizing of what experience shows to be the most 
precarious of all forms of foreign investment—namely, 
loans to Governments. The subsidy is a particularly 
insidious one, because it is never quite certain that the 
British taxpayer will incur any loss; and people are apt 
to worry less about a large probable burden in the future 
than about a far smaller actual burden in the present. 
It is, moreover, very dangerous to place the Govern- 
ments of different sovereign States in the position of 
creditor and debtor to one another, A default which, 
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in the case of privately raised loans, concerns only the 
unlucky investors becomes in the case of a guaranteed 
loan an inevitable source of international discord. 
Guaranteed loans may even place a premium on declara- 
tions of war by enabling debtor States, under cover of 
war, to escape from heavy obligations. Fortunately, 
in the past these considerations have been carefully borne 
in mind by successive Governments. 

There has been no case hitherto in which Great 
Britain has guaranteed a loan to a foreign Government 
except with an international arrangement by which 
other ‘Powers also have contributed to the guarantee, 
and in connection with some scheme of financial control. 
Even under these conditions the only instances are those 
of Egypt, Greece, Turkey, and Austria, in all of which 
cases the amounts concerned were not very large, other 
Powers participated, and stringent precautions were 
taken by way of control. 

Guaranteed loans for imperial purposes are very 
rare, and are not accorded except in special circum- 
stances. Indeed, the principle of not guaranteeing loans 
to component parts of the Empire has been very carefully 
preserved. 

Guaranteed overseas loans within the Empire have 
been, apart from one or two insignificant cases, limited 
to loans to the Transvaal, which were a part of the settle- 
ment after the Boer War, and two recent loans to the 
Government of the Sudan, which were granted largely 
on the ground that they were to be expended to promote 
the British interest of cotton-growing. In the case of 
the Sudan loans there was much criticism in the House 
of Commons, on the ground that the principle was a 
wrong one; but, on the other hand, the advantages to 
Great Britain were definite and the prospects of repay- 
ment good. ; 

From this brief summary it will be seen that there 
is no adequate parallel to the proposed guaranteed loan 
to the Soviet Government in the whole of our financial 
history. 

Recent Loans. So much ‘has been made of the alleged 
parallel of the guaranteed loan to Austria, and of other 
(unguaranteed) loans to foreign Governments, that it 
may be well to describe the circumstances of these cases 
in some detail. The Austrian loan was guaranteed 
jointly by a number of Governments at the request of 
the Leagtie of Nations, under whose auspices the loan 
was raised. The guarantee was frankly recognized as 
being largely of the nature of an act of international 
charity to a maltreated people whose unhappy plight 
touched the conscience of Europe. Even so, it was made 
conditional upon a complete reorganization of the 
financial system of Austria, and upon the most stringent 
control by ‘‘ Controllers ’’’ appointed by the League to 
see that that financial reorganization was carried out. 
It is not too much to say that Austria has surrendered 
in return for a loan a large part of her national sove- 
reignty. The loan and the control were designed to 
secure a substitution of currency stability for the con- 
tinuous inflation which had ‘hitherto prevailed, and they 
have so far been successful in securing this object. The 
Austrian loan was thus associated with the turning over 
of a new leaf in the chapter of European reconstruc- 
tion. None the less, it entails a considerable risk to the 
British taxpayer, and it is by no means unlikely that 
that risk will come home to roost. 

It was generally recognized that this precedent 
must not be extended to other cases. Accordingly, the 
British Treasury stoutly and successfully resisted the 
proposal made last year that a similar loan should be 
guaranteed by various Governments to Hungary. The 
circumstances in the Hungarian case were very similar 
to those of the Austrian case—international co-operation 
under League auspices, currency stability, stringent 
external control, &c. But it was felt that Britain could 
not afford to go on guaranteeing loans, even in such 
cases, and eventually the Hungarian loan was floated at 
a high rate of interest without any guarantee. 

The British authorities were rightly equally stub- 
born in refusing to guarantee the loan to Germany, which 
is now being floated to institute the Dawes scheme. The 
story of the London Conference well illustrates, indeed, 


how unfortunate it would be if guaranteed loans became 
a common thing. It will be remembered that when the 
British Government was prepared to make concessions 
in the French case, which would have distorted the whole 
spirit of the Dawes Report, by leaving France free to 
revert whenever it suited her to the policy of the Ruhr 
Occupation, the situation was saved by the refusal of 
the bankers to advance money under such conditions. 
If guaranteed loans were the rule, no such healthy inter- 
vention would have been possible. For the sake of the 
prestige of a ‘‘ settlement ’’ the Government might well 
have been willing to advance money without adequate 
security and in defiance of business principles. If, at 
the time of the London Conference, the British Govern- 
ment’s proposal to guarantee a loan to Soviet Russia 
had been already known, it is difficult to see how it could 
have resisted the French claim that it should overcome 
the difficulty raised by the bankers by guaranteeing the 
German loan. A habit of guaranteeing loans necessarily 
exposes a Government to diplomatic blackmail. 

Thus we cannot guarantee a loan to the Soviet 
Government without considering very carefully the pre- 
cedent it would create. In particular, we cannot afford 
to give our Dominions grounds for supposing that an 
inverted system of anti-Imperial Preference is in opera- 
tion. Many Dominion Governments desire to borrow 
money in London; some of them find it difficult to 
borrow and have to pay high rates of interest. All of 
them would be able to borrow cheaper if we guaranteed 
their loans. How can we refuse to do so if we guarantee 
loans to the Soviet Government? Presumably we shall 
have to say, ‘‘ You are able to borrow at 6 or 7 per cent., 
and so long as your credit is good enough for this we 
shall not help you to get better terms ; but repudiate your 
debts, destroy your credit altogether, and we shall then 
consider granting you a privilege which will enable you 
to borrow at 5 per cent. or less.”’ 

The present time is one in which we must be parti- 
cularly chary about taking unnecessary financial risks. 
We have a heavy burden of national debt, and a heavy 
burden of taxation. In these circumstances it ought to 
be a rigid rule of British policy that we will guarantee 
no loan to any foreign Government. Bepartures from 
this rule can only be justified, if at all, by circum- 
stances at least as strong as those of Austria, namely: 
(1) That the guarantee must be international, and not 
a purely British one ; (2) that it must be given to a people 
whom we have special reasons for favouring on grounds 
of international charity ; (3) that it should be granted as 
an integral part of some scheme of financial reconstruc- 
tion; (4) that it should be accompanied by external 
control sufficiently stringent to ensure that that finan- 
cial reconstruction will be carried out. 


DEFAULTS BY FOREIGN GOVERNMENTS. 


HE record of defaults by foreign Governments on 
their external debt are so numerous, and indeed 
so nearly universal, that it is easier to deal with 

them by naming those which have not defaulted than 
those which have. 

All foreign Governments which have borrowed any 
considerable sum on the London market* have been in 
default in whole or in part on the service of their external 
debt within the past twenty-five years, with the excep- 
tion of Chile and Japan. It should, however, be added 
that the defaults by Peru have been insignificant, and 
those by Uruguay not very important unless we go 
back to 1891. 

The defaulting Governments include those of all the 
States of Central and South America, with the above- 
named two or three exceptions. Other important 
defaulters within the past twenty-five years include 
Mexico, China, Egypt, Turkey, Greece, Spain, Portugal, 
Russia, Austria, Hungary, Bulgaria, and Roumania. 

Indeed, it is not an exaggeration to say that it has 
been very exceptional in the history of foreign invest- 
ment for a foreign Government to keep its engagements. 


*The Governments of Scandinavia and Holland, none of which 


have borrowed more than relatively small sums, are amongst the 
exceptions, 
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In addition to those countries which have technically 
defaulted, there are several other countries which have 
borrowed externally in terms of their own currency and 
have then allowed that currency to depreciate to less 
than ‘hhalf of the nominal value at which the loans were 
contracted, and in some cases to an infinitesimal fraction 
of it. The more important countries in this group are 
Belgium, France, Italy, and Germany. 


RUSSIA’S RECORD AS A BORROWER. 


MONG foreign countries to whose Government it 
A has proved unsafe to lend money Russia stands 
out as easily the leading instance. ‘‘ Never in 
the history of the earth,’’ it was written in 1916, ‘‘ has 
any nation contracted so huge a foreign indebtedness as 
Russia.”” It was not until the ‘nineties that this 
indebtedness began to assume phenomenal proportions ; 
in earlier times, indeed, Russia had not a bad record as 
a borrower, having actually continued through the 
Crimean War to discharge her obligations to French and 
British nationals—a fact which did much to help her in 
later years to obtain loans on a larger scale than her 
economic conditions warranted. But starting with the 
year 1892, Russia began to pile up her foreign indebted- 
ness at a prodigious rate. From this date she constantly 
met the interest on her old debts by floating new ones ; 
and it is highly improbable, apart from the Great War 
and the Revolution which precipitated the catastrophe, 
that the Russian Government would ever have been able 
to meet even its interest obligations, except by a con- 
tinuance of this process. In other words, particular 
French or British investors might get paid their interest, 
so long as they or other investors were prepared to go 
on lending’ further sums; but the French and British 
peoples never got any return, and were never likely to 
get any, on the savings sunk on the credit of the Russian 
Government in the last two decades before the war. 

Amount of Russian Government’s Pre-War Foreign 
Indebtedness. The Fiftieth Annual Report of the 
Council of the Corporation of Foreign Bondholders* puts 
the figure of the pre-war external indebtedness of the 
Russian Government (including guaranteed loans for rail- 
ways, &c.) at £924 millions. It is possible, however, that 
part of the loans included in this total, though raised 
externally, may have been held by Russian nationals. 
In a careful study recently issued by the American 
‘* Institute of Economics,’’ entitled ‘‘ Russian Debts and 
Russian Reconstruction,’’+ a calculation, based on 
Russian official sources, puts the figure at 4,720 
million roubles. This is equivalent at the pre-war 
rate of exchange (94 roubles to the £) to approxi- 
mately £500 millions; but as many of the loans 
were contracted when the rouble had a substantially 
higher value, and as higher rates of conversion 
are in many cases specified on the bonds, the 
true sterling equivalent is certainly much higher. Thus 
the total pre-war indebtedness of the Russian Govern- 
ment to foreign nationals lies somewhere between £500 
millions and £900 millions; of which it is estimated that 
about 70 per cent. was held by French investors, and 
about 14 per cent. by British. By far the greater part 
of this debt had been accumulated since 1892. The 
above figures, it must be observed, relate solely to the 
pre-war indebtedness of the Russian Government. They 
do not include the inter-Allied war loans, nor do they 
include Russia’s internal debt. Every penny of this 
money was subscribed by private investors outside 
Russia, and lent on the eredit of the Russian 
Government. 

What the Loans were Spent on. Directly or 
indirectly, a large part of Russia’s foreign loans were 
absorbed by war or preparations for war. But this was 
not the form which most of them took. On the con- 
trary, it is interesting to observe that the Russian 
Government used precisely the same lure of large-scale 
capital development, advertised as likely to be 

* London: Council House, 17, Moorgate. (Price 2s. 6d.) 
+ Russian Debts and Russian Reconstruction. By L. Pasvolsky and 


H. G. Moulton. McGraw-Hill Book Co., London Office, 6 and 8 
Beuverie Street, E.C. 4. 





remunerative and as affording real security for the 
capital, as is now dangled before the eyes of the British 
taxpayer. The authors of ‘‘ Russian Debts and Russian 
Reconstruction ’’ thus describe the process:— 

“ Throughout this period (the last two pre-war de- 
cades) Russia’s political credit was so weak that foreign 
investors demanded more adequate security than the 
mere promises to pay given by the Government. 
Accordingly, the Russian Government purchased on the 
Russian market land mortgage bonds and offered there 
to foreign investors. The Government also bought 
existing railroad securities and sold them in foreign 
countries ; and what is more important, State railroads 
were built in order to provide additional securities, 
which could be marketed abroad. Indeed it was this 
necessity of offering securities which were based on 
productive properties that led the lethargic Russian 
bureaucracy to promote the internal development of 
transportation, public utilities, and industries. While 
it would perhaps be too much to say that the Russian 
industrial revolution was altogether a child of 
adversity, there is little doubt that the pressing need 
of improved credit with which to keep the State out 
of internal bankruptcy played an important part at the 
beginning ‘of Russia’s industrial era.’ 


Railway construction was by far the most important 
of the industrial purposes for which these external loans 
were raised. The Siberian Railway, the Transcaucasian 
Railway, and the rest,—practically the whole railway 
system of Russia—were financed by loans raised abroad 
either directly by the Russian Government or with its 
guarantee. The writers just quoted estimate that rail- 
way issues account for over one-half of the pre-war 
external State indebtedness. Thus, in effect, Russia has 
been supplied with her railway system, costing several 
hundreds of millions of pounds, free of charge, at the 
expense of French and British investors. This is a fact 
which it is pertinent to remember when we are invited 
to lend further sums at the taxpayers’ risk for such 
purposes as ‘‘ the electrification of the Suram section of 
the Transcaucasian Railway.’’ 

The story shows, moreover, the folly of supposing 
that a loan to a foreign Government is made less unsafe 
by the fact that it is used for constructional purposes, 
or that it can be made safe by giving the lenders a lien 
on real assets in the borrowing country. The Russian 
State Railways were usually run at a loss, and thus 
made it more difficult for the Russian Government to 
meet the remainder of its debts. Apart from the Soviet 
repudiation, any lien upon the railways would necessarily 
have proved almost worthless to foreign creditors. The 
Prime Minister has suggested that the Soviet Govern- 
ment will be required to give some security for the 
guaranteed loan which is now proposed. He has not 
attempted to indicate the form which such security will 
assume; but it is impossible in the nature of the case 
that it can be any more reliable than the “‘ security ’”’ 
which many pre-war creditors of the Russian Govern- 
ment obtained and have found worthless. 

Other Russian Obligations. The figures given above 
relate to the obligations of the Russian Government. 
In addition, Russian municipalities have foreign debts 
amounting to 422 million roubles, or at least £44 mil- 
lions. Further, the foreign savings invested in Russian 
commercial and industrial enterprises amount to about 
£250 millions, of which sum about one-quarter was 
British money, and the whole of which have been con- 
fiscated by Soviet decree. Thus, apart from the war 
loans, it is probable that at least £1,000 millions of 
foreign savings have been sunk in Russia without return, 
and the British contribution to this total must be over 
£150 millions. The loans raised during the war amount 
to a further sum of from £800 millions to £850 millions, 
of which about £650 millions were lent by the British 
Government. 

The Moral. In a pamphlet entitled ‘ Lloyd 
George’s Loans to Russia,” written by Mr. Fenner 
Brockway and issued by the I.L.P. Publication Depart- 
ment, the above facts are stated and emphasized as an 
argument in support of the policy of the guaranteed 
loan. Particular stress is laid on the war debts. 
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‘Mr. Lloyd George,” we are told in black type, 
‘ loaned £650 millions to a Government which was bank- 
rupt, and which he himself described as corrupt ”?; and 
the moral is drawn: “‘ If it is justifiable to risk £650 
millions to win a war, it can’t be wrong to risk, if 
necessary, £40 to £60 millions to win a real peace.”’ 
This is a singular piece of distorted reasoning. It is a 
poor look-out for British credit if we are to go on 
incurring bad debts to-day because we made bad debts 
during the war. Those bad war debts account in large 
part for the high burden of taxation which now rests 
upon the British people; and unless we are to go bank- 
rupt like Russia we are bound to judge any further 
advances at the taxpayers’ risk by very different 
standards from those of war-time. 

The war loans to our Allies were made, of course, 
not as an investment, but as part of our contribution 
to carrying on the war. It was thought essential to 
equip Russia with munitions and war supplies, 
whether we got paid for them or not. There is no such 
necessity to-day for us to electrify ‘‘ the Suram section 
of the Transcaucasian Railway,’’ whether we get paid 
for it or not. It would be unfair; indeed, to regard the 
repudiation of these war debts as a factor seriously 
prejudicing Russia’s credit as a borrower. Our other 
Allies have shown no greater tendency to meet these 
war obligations, which must be regarded in a very dif- 
ferent light from ordinary peace transactions. But 
Russia’s pre-war record as a borrower is highly pertinent. 
The ‘‘ industrialization ’’ of Russia in the two decades 
before the war was financed almost entirely by foreign 
savings, invested for the most part through the channel 
of the Russian Government. Those investments were 
always precarious, apart from any question of the bad 
faith of the Government. 
adequate revenue; Russia’s balance of trade was never 
sufficiently favourable to enable her to make large interest 
payments abroad except out of fresh loans. The funda- 
mental economic conditions of Russia have not become 
more favourable. Even if there were no special reasons 
to distrust the financial probity of the Soviet Govern- 
ment and the administrative competence of the Soviet 
régime, we should have reason to be chary about embark- 
ing further savings on a large scale in Russia. A loan 
to any Russian Government would be one of the most 
precarious of investments. 


THE RECORD OF THE SOVIET 
GOVERNMENT. 


LL the loans and investments described in the 
A foregoing section have been repudiated or con- 
fiscated by the Soviet Government. This fact 

does not, it is true, suffice to stamp it as an unreliable 
debtor, for it has been not uncommon for Governments 
which have been born of revolutions to repudiate the 
debts of their predecessors (though they have made a 
subsequent composition without demanding a guaranteed 
loan as the price of doing so*) and yet to honour the 
debts which they themselves incurred. What is really 
more serious is the avowed philosophy which is the basis 
and raison d’étre of the whole Soviet system. In Bol- 
shevik eyes interest is something unjust and immoral. 
The Soviet Government repudiated the debts of its pre- 
decessors not only because they were ‘‘ Tsarist debts,’’ 
but because they represented capital rights, which it is 
contrary to its principles to recognize. That, of 
course, was its only justification for confiscating with- 
out compensation the private businesses owned by foreign 
nationals in Russia; for these had no connection with 
the Tsarist régime. The interest which capital claims as 
its due was denounced as robbery by Karl Marx in the 
famous “‘ Das Kapital,’’ which is the Bible of Bolshevism. 
It is a mistake to suppose that these views are not 
sincerely held or that they do not matter. The story 
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of the Soviet Government is the story of the attempt 
to put these principles into practice with a ruthless 
thoroughness. There is no need to become angry with 
people who hold these views; we may even respect their 
sincerity in daring to act upon them ; but it is foolish to 
lend them our money. For we should be lending to 
people who tell us plainly that it is against their prin- 
ciples to pay interest on borrowed money; and such 
people are not likely to honour their debts except on 
one condition, namely, that it is to their direct and 
obvious advantage to do so. What does this condition 
mean? That they are able, by honouring their debts, 
to borrow further and larger sums in future. 

‘That is really the one chance which the British tax- 
payer has, if a loan is guaranteed, of getting out without 
loss. What are the prospects of this condition being 
realized? Who is likely to lend money to the Soviet 
Government in future? No one certainly outside Great 
Britain. For it must be remembered that it is only 
British claims which the Soviet Government would 
recognize in any shape under the present Treaties. 
Would British investors lend large sums in future to 
the Soviet Government without a guarantee} ‘I'his 
seems highly improbable, unless material changes are 
made in the Soviet régime, and such changes are likely 
to be postponed as the result of the guaranteed loan. 
it is far more likely that the Soviet Government would 
demand a further guaranteed loan, as the condition of 
honouring the present one; and that the british tax- 
payer wil thus be invited to continue throwing good 
money aiter bad. 

it is unreasonable to expect any other result. Why 
should the disciples of Marx pay a tribute of interest to 
a ‘capitalist ’’ state, unless 1t is directly to their interest 
to do sof ‘hey say now that they will only meet old 
debts out of new loans. That is the principle which, as 
it 1s pointed out above, is the basis ot the present 
treaties. ‘hat is likely to remain their principle in 
tuture. The british taxpayer is faced, not with a bare 
possibility, but with an overwhelming probability of loss, 
11 a loan 1s guaranteed to the Soviet Government. It is 
idle to suppose that this danger can be overcome by 
demanding adequate security. No security can possibly 
be given by the Government of a sovereign State to 
foreign borrowers (except out of foreign assets, which the 
Soviet Government does not possess) which is of any 
value, if default occurs. If adequate security were pos- 
sible, there would be no need to ask the British Govern- 
ment for a guarantee. 


SUBSIDIZING COMMUNISM. 


T is claimed, as a redeeming feature of the loan, 

| that it will be spent on constructional work. This 
really constitutes an additional objection to it. 

A loan such as the Austrian one, to enable the Austrian 
Government to stabilize its currency, was a loan to 
enable it to discharge one of the accepted functions of 
Government ; and even if it be lost, it may be said to be 
lost in a good cause. But the loan to the Soviet Govern- 
ment is proposed in order to enable it to discharge a 
function which is not one of the accepted functions of 
Government, namely, the administration of the greater 
part of the industry of the country. Despite the New 
Economic Policy, which permits the operation of private 
enterprise in certain spheres, over four-fifths of the 
industrial workers of Russia are to-day employed, accord- 
ing to Soviet official figures, in State-owned workshops. 
The purpose of the loan is to finance this gigantic experi- 
ment in Communistic Socialism. It is not our business 
to quarrel with Russia for adopting Communism, or any 
other economic system which takes her fancy, but when 
we are asked to lend our money to finance this system, 
it is our business to consider ‘how it is run. British 
capital invested in Russia on a large scale can only hope 
for a return if the enterprises in which it is sunk earn 
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a return, measured, not in lofty, vague terms of public 
welfare, but in terms of sordid cash. For if the enter- 
prises in which the money is invested are run at a loss, 
it is idle to suppose that the service of a large loan could 
be’ defrayed from taxation wrung from the Russian 
peasant. At present the State-owned factories are run 
at a loss. These losses are more likely to be increased 
than diminished if we lend the Soviet Government the 
money to indulge in grandiose schemes of capital deve- 
lopment. Perhaps there is no country in the world where 
the State could be confidentiy trusted to undertake such 
work and make it pay. It is highly unlikely that this 
task will be achieved by the Soviet officials, who despise 
the whole code of financial maxims and costing tests 
which guides ‘‘ Capitalist ’’ enterprise. 

The British taxpayer is thus asked, not only to lend 
his money to a Government (against whose principles it 
is to pay interest) of a country (which in modern times 
has never really paid its debts); he is asked to finance 
a peculiar brand of Communist Socialism, which even our 
present Ministers would never dream of introducing in 
this country, and which has proved a signal and disas- 
trous failure in Russia. In view of everything that has 
been said by the Bolsheviks in denunciation of capitalism 
in general, and British capitalism in particular, their 
demand, pressed as an essential condition of signing any 
Treaty of Peace, that British capitalism should finance 
their Communism, has an impudence that is really 
staggering. But it is not so staggering as the fact that 
a British Cabinet should have acquiesced in it. ‘‘ When 
a man,’’ said Bismarck, ‘‘ makes a proposal to you 
which is obviously to his advantage and obviously to 
your disadvantage, it does not follow that he is a fool. 
it only follows that you are a fool if you agree to it.”’ 

We are in the habit of investing about half our 
annual savings outside this country. Foreign investment 
has proved a somewhat precarious thing , and we believe 
that it would be better for Britain if in the future we 
were to invest considerably less abroad and considerably 
more at home. But it is undoubtedly desirable that we 
should continue to lend abroad on a substantial scale, 
under conditions which offer good security ; and it is to 
be hoped that under such conditions British savings will 
flow in course of time to aid the capital development of 
Russia. 

Already such investment is taking place on a small 
scale. The Russian trade organizations are now able to 
obtain short-term credits from British banks to finance 
the movement in Russia of goods intended for export. 
Three of the largest electrical concerns in this country 
have lately contracted for the erection of a power-station 
near Moscow, on terms which provide for the immediate 
payment of a substantial proportion of the price, and 
the payment of the remainder in instalments spread 
over a few years. It is understood that the electrical 
firms have covered themselves against the risk entailed 
by insuring it at Lloyds. Such instances show how false 
it is to suppose that any merely irrational prejudice 
obstructs our trade with Russia. British firms are 
anxious to do business ; they are prepared even to make 
advances on business-like conditions, and the mechanism 
of British insurance is available to.enable any not 
unreasonable risks to be passed on to those whose busi- 
ness it is to take risks. This is the proper way of 
developing our trade with Russia. 

This process must necessarily be a slow one; but 
only mischief can result from attempts to hasten it arti- 
ficially at the taxpayers’ expense. Such development of 
Anglo-Russian trade as is now taking place has only 
been made possible by the modifications of the Soviet 
régime embodied in the New Economic Policy which 
Lenin had the realism and the courage to adopt. Those 
modifications would not have been made if we had been 
willing to get the Soviet Government out of its difficul- 
ties by giving it a huge guaranteed loan. Many further 
modifications will be necessary before trade with Russia 
becomes possible on a really considerable scale, and a 


guaranteed loan to-day will serve only to obstruct such 
changes. 


RUSSIA AS A MARKET. 


HE total trade between Russia and the United 
Kingdom is given by the Board of Trade Annual 
Statement as follows :— 


Imports from Russia. Exports to Russia. 
(In £ millions.) (In £ millions.) 
40 ; 18 


1913* ee a ese ee 

1919* Rs e 16 a ae 13 
1920* — 3 34 See es 12 
1921 ae ae 3 ae = 2.7 
1922 ati <l 8 ae ne 3.6 
1923 2 9 * ne 2.5 


In order to give a basis for comparison with the above 
figures the following particulars of British trade with 
certain countries may be useful :— 


Imports of 

from otal Exports to % of Total 

1913. (In £ millions). Imports. (In £ millions). Exports. 
Russia 40 cae 5 i te 3 
Germany ... 80 ee eee 8 
France oie 46 ne 6 <a 6 
U.S.A. .. 142 <<< ae .- 6 
British India 48 at 6 sn | 13 

Total (with 

all countries) 769 - 2 ... 525 100 


It will be seen from these figures that our trade with 
Russia was always a small part of our total foreign trade. 
Only 3 per cent. of our total exports went to Russia, 
even when it included Finland, Esthonia, Latvia, 
Lithuania, and Poland. By far the greater part of 
Russian imports were obtained from Germany, a natural 
result of the factor of geographical propinquity, which 
is bound to prove equally decisive in future. Since the 
Soviet revolution our trade with Russia proper has 
fallen off to only a small fraction of its pre-war value. 
It is certainly desirable to foster in every reasonable 
way every export market we possess, including the very 
minor Russian one. But there is a ludicrous lack of 
proportion in the notion that it would pay us to lend 
(under circumstances which make the loan virtually 
equivalent to a free gift) £30 millions of our money, 
in order to develop trade with a country which in pre- 
war days (even when it included important trading areas 
which now lie outside it) only took £18 millions of our 
exports. It would be well if our Ministers were less 
greedy about our trade and less grand about our 
money. 

The moral of the above figures is so irresistible that 
two prominent advocates of the Treaties, Mr. E. D. 
Morel and Mr. A. A. Purcell,}+ attempt to counter it 
by an appeal to the doctrine of the interdependence of 
world markets. 

“ For British trade,” they say in black type, “ Ger- 
many was the largest Continental outlet; for German 
trade, Russia was the greatest outlet; for Russia’s 
exports, Germany was the greatest outlet. Russo-German 
— was, therefore, largely concerned in Anglo-German 

e. 

Undoubtedly there is some truth in this doctrine. 
But what an argument for guaranteeing a loan to the 
Soviet Government! The British investor is to advance 
large sums of money at the risk of the British taxpayer, 
for the sake of the incidental benefits that will accrue to 
us from a recovery of Germany’s export trade to Russia! 


THE EMPLOYMENT ARGUMENT. 


T is difficult to believe that our Ministers believe in 
their hearts that the guaranteed loan will ever be 
repaid. Mr. Wheatley has airily assured us that “ it 

would be a good thing even if it were never repaid ”’ ; 
and it is fairly clear that it was the prevalence of this 
illusion which pushed the Treaty through the Cabinet, 
despite, what is an open secret, the opposition of the 
Chancellor of the Exchequer. The argument is that 
60 per cent. of the loan will be used to place orders in 
this country which will give employment to British work- 
people. This may be true. But to conclude that the 
loan will be a good thing, even if it is never repaid, 


*These figures include trade with Finland, Esthonia, Latvia, 


Lithuania, and the part of Poland formerly Russsian. 

ees yy years do not. dont ae a 
+ In a pamphlet entitled “The Workers and the Russian Treaty.” 

Mr. Morel and Mr. Purcell were among the private Labour members 


who intervened in August, when n 
ban g when negotiations had been formally 
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amounts to saying that it would be to our advantage to 
give away our goods for nothing. There are some people 
who would seriously defend this standpoint, on the 
ground that the history of Reparations has shown that it 
is a bad thing to receive goods for nothing, and that it 
follows that it is a good thing to give away goods for 
nothing. The story of Reparations shows nothing of the 
kind. It is possible that the payment of German Repara- 
tions may injure us on balance, but if this happens it 
will be precisely because it is not Britain but France 
who receives the greater part of them. It is we—because 
our industrial development is so similar to Germany’s— 
who stand to suffer practically the whole of the disturb- 
ing effect of the Reparations which go to France. The 
position of Britain and Germany is rather like that of 
two bootmakers in a small self-contained town, one of 
whom is compelled to cut his prices and increase his sales, 
in order to make payments not to the second bootmaker 
but to other people. This might well be bad for the 
second bootmaker, though highly advantageous to the 
butchers, bakers, and candle-stick makers of the com- 
munity. This is why German Reparations may possibly 
injure us—not because it is a bad thing to receive goods 
for nothing. 

If Mr. Wheatley’s argument was sound, the problem 
of unemployment would be a very simple one. There is 
not the smallest difficulty in finding impecunious Gov- 
ernments in every quarter of the globe—South American 
Republics, Balkan States, and Oriental Potentates—who 
would be delighted to obtain the, privilege of borrowing 
at less than 5 per cent. in the London market, and who, 
to obtain that privilege, would gladly agree to spend 
60 per cent. of the proceeds on British goods. Indeed, 


if this were to be our policy we need not go outside the. 


Empire. Many of our Dominions would be delighted to 
borrow large sums on similar terms. The policy is, of 
course, grotesquely unsound. British savings are not 
an inexhaustible reservoir; the more we lend to foreign 
Governments the less have we available, either for foreign 
investments of a less precarious kind or for capital deve- 
lopment at home. Anything that employment may gain 
on the swings from the Soviet loan it will lose, at any 
rate in large measure, on the roundabouts. 

To emphasize the employment argument, the Soviet 
Embassy in London has circulated to the Press a list of 
the orders which will be placed with the aid of the 
7 loan. The following is an extract from the 
ist :— 

Orders to Electrical Engineering Works Roubles. 
(1) Electrification of certain metal-working works 2,000,000 


(2) Electrification of certain collieries .-- 8,000,000 
(3) Electrification of the Suram section of the 
Transcaucasian Railway aa 3,000,000 


There are works and collieries and railways in Great 
Britain which might be electrified with advantage; and 
100 per cent., not 60 per cent., of the money spent in 
electrifying them would be spent in this country. Why 
should these things be left undone while our savings are 
used to electrify the Suram section of the Transcaucasian 
Railway? Because even the present Government applies 
ordinary financial tests to projects of home development, 
and asks: ‘‘ Will the financial return yield an adequate 
rate of interest on the capital outlay?’’ When it is 
a question of a foreign loan, on the other hand, Mr. 
Wheatley assures us that ‘‘ it would be a good thing 
even if it were never repaid.’’ In other words, foreign 
investment at 0 per cent. is held to be justified on the 
score of unemployment, while British development must 
show a probable return of 5 per cent. at least before it 
can be undertaken. That seems to be the new Labour 
economics. 


HOW SOCIALIST DOGMA OBSTRUCTS 
NATIONAL DEVELOPMENT. 


PEAKING at Glasgow on October 13th, Mr. 

Ramsay MacDonald held the Chambers of Com- 

_ merce up to scorn, because they had suggested 

that it would be better to employ our capital at home 
than to sink it in Russia. 


“ What is the use,” he asked, “of potting see 
into British industries, or making credit available for 
British industries, unless you have markets for British 
goods? ”’ 

This was not the way Mr. MacDonald talkede a 
year ago. “ Develop this country,’’ was his cry at the 
last election. It was on the score of its proposals “ to 
develop this country ’’ that the Labour Party claimed 
in its election manifesto that it “alone has a positive 
remedy ’’ for unemployment. In the same manifesto 
the policy was thus defined :— 

“The Labour programme of national work includes 
the establishment of a national system of electrical 
power supply, the development of transport by road, 
rail and canal, and the improvement of national re- 
sources by land drainage, reclamation, afforestation, 
town-planning and housing schemes. These not only 
provide a remedy for the present distress, but are also 
investments for the future.’ 


What has happened to this programme? A Hous- 
ing Bill has been passed which has greatly increased 
the State subsidy per house, but has done nothing to 
open out the building trade, so as to provide at once 
more employment and more houses. The “ national 
system of electric power supply’’ has been vaguely 
talked about, but nothing has been done, no plan has 
even been produced. The Minister of Labour has de- 
clared that he cannot produce schemes like rabbits out 
of a hat. Unemployment has been steadily increasing 
during the last few months. 

The Lanarkshire Power Scheme. But the Labour 
Party has done something with regard to electrical 
development. It has obstructed such concrete schemes 
as have been put forward by others. The story of the 
Lanarkshire Hydro-Electric Power Bill supplies a per- 
tinent illustration. This was a private Bill, designed 
to promote a scheme for obtaining electrical power from 
the Falls on the River Clyde. This was one of the 
schemes recommended by the Reconstruction Com- 
mittee which investigated our water-power resources in 
1918. The Bill was promoted by the parties who 
desired to erect the plant, and the claim was made, and 
was not seriously disputed, that the scheme will. give 
employment to 1,500 men for a year, will supply 
75 million units of power per annum, and will save 
70,000 tons of goal. Yet because the plant when it 
has been made and tested will be worked not by a 
public authority, but by the Clyde Valley Power Co., 
the Labour Party voted against the Bill, and did every- 
thing in their power to obstruct its passage. The Clyde 
Valley Power Co. is the only authorized generator of 
electricity in the district, and is thus the only possible 
body to work the plant. Its profits are controlled, in 
accordance with the rule applying to all suppliers of 
electricity, on a sliding-scale -basis which requires that 
its charges shall be reduced if its profits increase. The 
Bill, it should be observed, had been approved by the 
Electricity Commissioners, and officially sanctioned by 
the Ministry of Transport. Accordingly, three 
Ministers, the Prime Minister himself, the President of 
the Board of Trade, and the Minister of Transport, 
voted in its favour; but every other Labour member 
in the House, including several on the Front Bench, 
voted against it. Fortunately, the Bill was carried 
by Liberal and Conservative votes, and the work is now 
being put in hand. That is Labour’s actual contribu- 
tion to electrical development. 

This is no casual accident. It represents a 
deliberate policy which! has now been officially adopted. 
In the programme approved by the Labour Party Con- 
ference last week, the following item is prominent :— 


“ Electricity.—A comprehensive national system of 
electricity supply under public ownership. In the mean- 
time no private electricity Bill to receive sanction or 
support.”’ 


The italics are ours. All electrical development 
is to be opposed until a comprehensive national system 
under public ownership has been devised, although the 
Labour Government with every ent, indeed 
under considerable pressure, has entirely failed during 
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nine months of office to produce even the outline of a 
plan. It is not, indeed, surprising that they have failed 
todoso. The nationalization of our system of electricity 
supply would be an immense undertaking; it would 
involve a big addition to our national debt, to which no 
responsible Chancellor of the Exchequer could lightly 
agree. It would only prove satisfactory if we succeeded 
in evolving a new type of Government administration 
better fitted for the conduct of a developing industry 
than the existing methods of Whitehall. Such a project 
is not to be undertaken in a hurry. To lay it down 
that, pending such a scheme, every project for extending 
our supply of electricity through the agency of Electricity 
Supply Companies must be vetoed is an astonishing 
example of subordinating our real needs to dogma. 
Every such project, it should be observed, must be 
approved, as things are now, by the Electricity Com- 
missioners,—a public body whose duty it is to see that 
it fits in with the requirements of a national system. 
But even so, our Labour Party would prefer to risk the 
taxpayers’ money in electrifying the railways of Russia 
rather than permit any electrical development at home 
which does not square with their Socialist formulas. 

The True Policy. The underlying idea of the Labour 
programme of 1923 was sound. The capital development 
of Britain should be the keynote of our economic policy 
in the next decade. It is not, as Labour pretended last 
year, a simple task. The State is far too slow and 
cumbrous and overburdened an engine to do this work 
itself on an adequate scale. The aid of private enter- 
prise must be enlisted. In some cases, as in that of 
the Lanarkshire Power scheme, all that is necessary is to 
allow private enterprise to function. In other cases this 
is not enough. There is an urgent need for many forms 
of capital development which would unquestionably be 
to the economic advantage of the country, but which are 
not, as things are now, financially attractive to unaided 
private enterprise. ‘‘ The policy of preventing public 
utilities from yielding more than a modest profit,’’ wrote 
Mr. Keynes in Tue Nation of May 24th, ‘‘ has gone so 
far that it is no longer worth the while of private enter- 
prise to run a risk in a field where the gain is limited 
and the loss unlimited. We are in danger, therefore, of 
interfering with private initiative, yet substituting 
nothing for it. The advances under the Trade Facilities 
Act, begun for a temporary emergency and on a small 
scale, point the way, perhaps, to a new method of 
administering an important part of the savings of the 
public. The next developments of politico-economic 
evolution may be found in co-operation between private 
initiative and the public Exchequer.”’ 

That is the real economic problem before the British 
people—how best to overcome the obstacles which 
obstruct the use of our national savings in the develop- 
ment of Britain. It is not an easy problem, but it is 
not an insuperable one. As regards electrical develop- 
ment, the proposals made in ‘‘ Coal and Power ’’ point 
to a practicable plan. The difficulties of the problem 
are no excuse for shirking it,—for deciding (as the 
Labour Government in effect has done) to abandon the 
development of Britain as a hopeless job and to sink 
our savings instead in the morass of Russian Communism. 


CAUSES OF UNEMPLOYMENT. 


HE main causes of unemployment during the 
post-war years have been the following :— 

1. The ordinary operation of the “trade 
cycle,” aggravated (a) by the necessity of changing 
over from a war to a equilibrium; (2) by the 
pursuit until the autumn of 1923 of a deflationary 
monetary policy. 

2. Under-investment in home development. 

3. The immobility of labour, which has permitted 
a serious shortage of labour in certain industries (not- 
ably the building industry) to co-exist with widespread 
unemployment in others. ‘ 

Until last year, the first of these factors was, in 
our judgment, the most important of the three. But its 
effects have gradually been worked off. The steady 


recovery of trade and diminution of unemployment 
which persisted until May of this year represented the 
disappearance of this factor, and the magnitude of the 
recovery shows how important it had previously been. 
But equally the turn of the tide last May shows plainly 
that the influence of a normal trade recovery has now 
been virtually exhausted. Monetary policy still needs 
watching. Thore is an ever-present danger that unem- 
ployment may be artificially accentuated by a restric- 
tion of credit designed to force a premature return of 
the pound to a gold basis. In this connection the 
statement made in August by Mr. William Graham on 
behalf of the Government that he would welcome a 
“sound and healthy deflatioa’’ is not reassuring. But 
this is not a factor making for unemployment at the 
present time. If we are to reduce unemployment sub- 
stantially below its present level, we must tackle the 
remaining causes. 

With 2 we have dealt above. 

3 represents a problem no less urgent and even 
more completely neglected. If we could only utilize 
our unemployed labour to meet the unsatisfied demand 
for labour that exists in other occupations, our unem- 
ployment would be immensely diminished. The idea 
which Labour accepts as the basis of its social philo- 
sophy,—that a man has a right to have work found for 
him in any trade which he chooses to enter, and to be 
maintained at the expense of the community unless 
work is so found for him, while trades where there is 
a shortage of labour have a right to close their doors 
to new entrants,—is a totally impracticable one. Our 
economic equilibrium requires at every point quantita- 
tive co-ordination. It is hopeless to expect that we 
can give full employment to all the workers in a par- 
ticular trade, if there are not enough workers in 
another trade which is complementary to it. Full 
employment is only possible if our labour-power is dis- 
tributed between different industries in the right pro- 
portions. 

Trade union policy (witness the attitude of the 
building unions) is in many cases an obstacle to the 
required adjustment. Mr. Lloyd George has done a 
great public service in pointing out at the Queen’s 
Hall, on October 14th, that some features of our 
system of unemployment relief are another obstacle. 
It is right to provide unemployment benefits on an 
adequate scale; but it is idle to shirk the fact that this 
diminishes the incentive to an unemployed man to 
look round and try his hand at some other job. Our 
humane policy of unemployment relief makes it essen- 
tial to face and tackle systematically the problem. of the 
mobility of labour. In order to tackle this problem it 
may be necessary for the Government to challenge and 
to overcome the obstructive tendencies of some of our 
trade unions. The Labour Party is unfitted by its con- 
stitution, which makes it in effect the spokesman of the 
trade unions, to deal with this task. The Liberal 
Party, free from dependence on the vested interests 
either of capital or of labour, is alone in a position to 
handle it in the spirit,—at once resolute and impartial, 
—which is needed. , 


UNEMPLOYMENT PERCENTAGES. 


The following table shows the trend of unemploy- 
ment in recent months. 
Percentages Unemployed among 


Date Trade Unions Insured Workpeople. 
(End of Month). making Returns. Males. Females. Total. 
1913—Average ... 2.1... ‘ ; : - 
1923—August ... 11.4. .... 12.4 10.1 11.8 
September. 11.3 ... 12.3 10.0 11.7 
October ... 10.9 12.4 9.8 11.7 
November . 10.5 12.1 9.7 11.5 
December . 9.7 11.2 9.1 10.7 
1924—January ... 8.9 12.5 10.2 11.9 
February ... 8.1 11.1 9.5 10.7 
March 7.8 10.3 8.8 9.9 
April 7.5 10.2 8.4 9.7 
May 7.0 9.9 8.1 9.5 
June 7.2 10.0 7.8 9.4 
July 7.4 10.5 8.1 9.9 
August 7.9 11.3 8.8 10.6 
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SOME DECLARATIONS BY MR. MACDONALD 
AND MR. PONSONBY. 


7 HE question of credits would be proposed by the 
Russian Government, and not by us, but I have 


no intention of going any further, so far as 
Government credit is concerned, than overseas credit, 
trade facilities credit, and such things as have already 
in principle been approved regarding other countries 
by the House of Commons, and I have no reason to doubt 
that will be quite adequate.”’—The Prime Minister, 

hruary 12th, 1924. 

i ‘Asked on June 18th, 1924, ‘‘ Whether the Govern- 
ment has considered the guaranteeing of any Russian 
obligation,” the Prime Minister replied: ** The answer 
is in the negative.” 

“‘ The objects we have in view are:— 

(1) To secure real Parliamentary control over 
foreign policy, and to prevent it being again shaped in 
secret and forced upon the country as an accomplished 
fact.’’—Eztract from a letter signed by J. Ramsay 
MacDonald, Charles Trevelyan, Norman Angell, and 
E. D. Morel, inaugurating the Union of Democratic 
Control. 


‘It is idle to pretend that presenting to the ‘House 
a fait accompli, which on important questions 1s invari- 
ably done, is equivalent to submitting an open question 
to their judgment.’’—Mr. Arthur Ponsonby in ‘‘ Parlia- 
ment and Foreign Policy,’? U.D.C. pamphlet No. 5. 

‘‘ A general line of policy may be pursued which 
the country but imperfectly understands, commitments 
and engagements may be entered upon with other 
nations, the very existence of which is unknown to the 
people, treaties may be concluded, the House of Com- 
mons only being informed at a stage when ratification 
is a mere formality, and negotiations may be carried on 
without the smallest publicity being given to them.’’— 
Mr. Ponsonby in the above-named pamphlet. 

‘No treaty should be drawn up with any foreign 
country without ‘Parliamentary sanction being given to 
its clauses in detail as well as to its formal ratification.””— 
Mr. Ponsonby in the above-named pamphlet. 

‘* We shall take no words from the House of Com- 
mons of party leaders like ‘I am in favour of trade with 
Russia and peace with Russia, but I am not going to 
accent these treaties.” They will be opposed, if not in 
words, in deeds, to a settlement with Russia and to a 
continuance of trade with Russia.’’—The Prime Minister 
at Derby, September 27th, 1924. 


‘* The doors must be opened and the fresh air of 
publicity must be introduced into the Foreign Office, so 
that it may operate in the same way as other Govern- 
ment departments. As it is, a Minister entering the 
Foreign Department is bound to succumb, sooner or 
later, to the undesirable influences of secrecy.’?—Mr. 
Ponsonby in ‘‘ Parliament and Foreign Policy.’’ 


'IBERAL POLICY REGARDING RUSSIA. 


S an attempt is being made to suggest that the 
A Liberal Party gave support at Brighton to 
the idea of a guaranteed loan to Russia, it may 
be useful to record the facts. 
At the National Liberal Federation Meeting held 
at Brighton on May 22nd, 1924, Sir George Paish moved 
the following resolution :— 


“That the restoration of Russia is essential to 
European prosperity and calls for the sincere and active 
co-operation of the British Government and of the 
British people.’’ 


The Chairman (Sir Donald Maclean) proposed to add 
the following words as a rider to the resolution :— 

“ provided that she recognizes her obligations, and 
that any loans which may come from this country skould 
be applied, not to military, but only to productive 
purposes.”’ 

In opposing this amendment Commander Kenworthy 
said: ‘‘ Surely they could leave the question of 


guarantees for a private loan to the financiers,’’ thus 
showing that no one at the meeting contemplated a 
British Government guarantee. Finally, the amend- 
ment was carried, and the resolution with the rider, as 
follows, was also carried :— 


“That the restoration of Russia is essential to 
Evropean prosperity and calls for the sincere and active 
co-operation of the British Government and of the 
British people, provided that she recognizes her obliga- 
tions, and that any loans which may come from this 
country should be applied, not to military, but only to 
productive purposes.” 


ELIA ON BORROWERS AND LENDERS. 


ANY lovers of Charles Lamb will be reminded 

M by the attitude of the Soviet Government 

towards the proposed loan of ‘his characteristic 
classification of mankind. 


“The human species,’’ he wrote, “ according to the 
best theory I can form of it, is composed of two distinct 
races, the men who borrow, and the men who lend... . 
The infinite superiority of the former, which I choose 
to designate as the great race, is discernible in their 
figure, port, and a certain instinctive sovereignty. The 
latter are born degraded. ‘ He shall serve his brethren.’ 
There is something in the air of one of this cast, lean 
and suspicious; contrasting with the open, trusting, 
generous manners of the other. . . 

“ What a careless, even deportment hath your bor- 
rower! what rosy gills! what a beautiful reliance on 
Providegce doth he manifest,—taking no more thought 
than lilies! What contempt for money,—accounting it 
(yours and mine especially) no better than dross! What 
a liberal confounding of those pedantic distinctions of 
meum and tuum! or rather, what a noble simplification 
of language (beyond Tooke), resolving these supposed 
opposites into one clear, intelligible pronoun adjective! 
What near approaches doth he make to the primitive 
community,—to the extent of one-half of the principle 
at least!” 

How magnificently this spirit is exemplified, for 
instance, in the following passage from a letter addressed 
by the Secretary of the Soviet Embassy to the I.L.P. :— 

“We require the assistance of more economically 
developed countries. Hence the necessity of a loan. 
But only people who do not understand the real state 
of affairs, or who are striving, for reasons best known 
to themselves, to misrepresent the facts, can maintain 
that the loan would be an act of philanthropy on the 
part of Great Britain, and that the ter country would 
derive no advantages from it. . . .” 

““ See how light he makes of it! ’’ as Charles Lamb 
exclaimed. 

Our Ministers have hastened to dot the i’s and cross 
the t’s of his argument, Mr. Clynes actually assuring us 
that the loan would be more advantageous to us than to 
the Bolsheviks, because 60 per cent. of it would be spent 
in this country. 

Evidently the great race-of borrowers still exert their 
magnetic influence over the inferior race of lenders. 
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